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EUROPEAN UNION 


Bundesbank Chief: Exchange Rate Structure Now 
More Realistic 


AU1006181696 Paris AFP in English 
1501 4T 10 Jun 


[FBIS Transcribed Text) Basel, Switzerland, Juse 10 
(AFP) — German Bundesbank President Hans Tict- 
meyer said Monday that “The present structure of cx- 
change rates in Europe is more in line with the funda- 
mentals than a year ago’. 


He told correspondents after the annual mecting of the 
Bank for International SetUemenis that “The Italian lira 
was obviously undervalued, but it is now closer to an 
appropriate level. Sterling is in a better posvson in the 
light of the European situation and vis-a-vis the dollar’. 


On his part, William McDonough, president of the 
Federal Reserve Bank of New York, said that present 
exchange raics within the Group of Ten industrial 
countries “are at the level at which the cconomic 
fundamentals indicate they should be. 


Better Coordination of EU Trade Policy Sought 


AU 1206142196 Duesseldorf HANDELSBLATT 
in German 10 Jun OW p7 


[Report signed “jh”: “Brussels Commission Must Coor. 
dinate tts Work Better™) 


[PBIS Translated Text} The German Industrial and 
Trade Association [DIHT] welcomes the EU Commis- 
sion’s idea of implementing a new EU market opening 
strategy before this year is out. But it insists that the 
promotion of foreign trade should remain the responsi- 
bility of the individual EU countries 


In a position paper, the DIHT calls upon the EU to 
consider common interests when laying down its new 
market opening strategy, respect the principle of sub- 
sidiarity, and achieve a greater coherence and coordina- 
vion of existing instruments. In a letier to various Bonn 
ministries, the Chancellor's Office, and the EU Com- 
mission, DIHT President Hans Peter Suh! and Business 
Manager Pranz Schoser stress that the EU must continue 
to act for the sake of a liberalization of trade and a con- 
selidation of the World Trade Organization (WTO) 


The DIHT paper is a response to the strategy paper 
on trade policy, issued by the EU Commission last 
February and discussing the opening of third markets 
The Commission called upon the economic associations 
inside the EU countries to adopt a stance. This Monday, 
the counci! of foreign ministers in Brussels will examine 


this strategy paper 
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in principle, the DIHT welcomes the EU authority's new 
imitative. But at the same time, it takes issue woth some 
of the wews from Brussels. For instance, th: DIHT 
insists that the promotion of foreign trade remain the 
responsitility of the individual Countries, pustify.ng this 
on the basis of the principle of subsidiarity, which is 
enshrined in the EU treaties, the continuing nationally- 
onentated interests of enterprises in third Countries, and 
the wish thal support services abroad be provided in 
one’s native language. 


According to the DIHT, divergent foreign trade promo- 
ion systems in the various EU countries still do not 
constitute any reason for the EU Commission to go into 
action. Shoricomings im parucular countries cannot be 
a pretest for Brussels to become active. Instead, these 
shortcomings should be climinated on a national ievel 
and a complementary EU policy should be pursued 


According to the DIHT, the objective at national level 
must he to consolidate the mutually scif-supporting and 
mutually-<complementary instruments. Duplicate activity 
must be avoided. EU actions can only be undertaken 
with the permission of the member states and that of 
the relevant authorities in the country concerned 


The DIHT is in favor of a EU jount coordinating body 
that should cooperate closely with industry and with the 
national foreign trade promotion bodies. The Groupe- 
mem Europeen de Promotion du Commerce (GEPCT) 
presents itself as a partner. In this connection, closer co- 
operation between the bilateral foreign trade chambers 
is Called for on third markets. This cooperation already 
CXists in some Countnes, in the form of Euro-chambers 
The DIHT rejects the creation of new bureaucratic EU 
structures in non-EU markets 


At the same time, the DIHT considers i necessary to 
better coordinate the EU Commission's foreign policy 
and foreign trade activities. Prom the angle of German 
industry, the division of tasks among four Commission. 
crs is problematic, if not downnght counterproductive 
The DIHT notes that the EU Commission's individual 
achons in promoting foreign policy are not properly co- 
ordinated either with the member countries, of even in 
side the Commission itself 


In the Commission's strategy paper, the DIHT notes 
that the promotion of imports has heen neglected Not 
only must the EU promote caports and investments 
by European enterprises in third counties, « must 
also encourage imports to and imvestments in the EU 
Imports are as cesential for cconomn functhonmg as 
exports, concludes the DIHT 
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2 ECONOMIC REVIEW 


EBRD To Invest in East Europe Financial Markets 
WESOIIOA Paris LES ECHOS in French 17 Apr 96 
ps 


{Article by Yves Bourdilion: “EBRD to Invest im the 
Modernization of the Financial Markets of Eastern 
Europe” | 

[FBIS Transiated Text] Sofia—During its annual mect- 
ing in Sofia, the European Bank for Reconstruction and 
Development (EBRD) discussed providing aid for the 
modernization of the capital markets in the East. Its two 
prionwes will be the establishment of investment funds 
and ensuring security for the transaction process. 


Risk<apital funds, registration of financial securities, 
and protecuion of minority stax kholders—this 1s how the 
EBRD plans to contribute to developing the protagonists 
in and the rules of the game for a modern financial 
market in the East. 


For, according to the top officials of the bank, which 
concluded its annual mecting in Sofia, Bulgaria, yester- 
day, the “transition” in these countries cannot succeed 
unless local savings can be invested in a network of 
PMEs |small- and medium-size business} with a guar- 
antee of at least minimal legal security. 


This is why the EBRD is setting an cxample by 
participating in specialized investment funds in PMEs, 
which will constitute the “sinews of war,” as the vice- 
president of the bank, Guy de Seller, put it. 


Finding it impossible, following the London siege of the 
EBRD, to lend smal! amounts to the small- and medim- 
size enterprises in the countries of Eastern Europe, the 
hank established local agencics. What was involved at 
the beginning was regional risk-capital funds designed 
to help new enterprises get started, or to aid recently 
privatized enterprises in need of financing. In general, 
these funds invest between $200,000 and $3 million per 


operation. 
The ‘Sinews of War’ 


Because of the risks involved, the EBRD is, together 
with the local management, generally the only share- 
holder, although the bank does also contribute to the 
momlizaion of technical aid funds. The EBRD has thus 
played a role in the establishment of 24 of these funds. 
including 10 in Russia, Jacques de Larosere, the presi- 
dent of the bank, explained 


In 1995 alone, six funds were established—in Lower 
Volga, with the support of the United States: in the 
southern part of Kussia, with France. in the northwestern 
part of Russia. with the Scandinavian countries. in 
central Russia. with Germany, in the western part of 
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Russia, with Italy; and in Siberia, with the European 
Union. The bank has also participated in a first msk- 
capital fund in the Crech Republic, and preparations 
for another in Romania ate currently under way 


In addition, last year the EBRD launched a prograr. 
involving 234 million ECUs (one ECU equals 6.5 
francs) to promote funds for the small ente’prises 
in Russia, Jacques de Larosicre explained. Thanks to 
donations from the G-7 countries, this fund was abic 
to lend moncy to 1,000 Russian enterprises, and there 
have been very few difficulties with regard to repayment 
thus far. The bank has also, in association with the 
Scandinavian countries, participated m an equivalent 
fund for the three Baltic states 


It has also contributed to restructuring funds responsile 
for the reorganization of certaim enterprises that are 
in the process of privatization. Two progranw have 
already been launched in Slovema, and preparations are 
under way for three others in Hungary, Poland, Estonia, 
Lithuania, and Latvia 


On a paralicl basis, the EBRD plans to help to estabish 
rehable rules of the game, Guy de Sellict emphasized. In 
this connection, the bank has helped to estabish a new 
independent entity (with capital of cxght mullhon ECUs) 
for the registration of financial certificates in Russia. The 
Russian National Registry Company is the only source 
of evidence of ownership of proofs of det of bona fide 
shares in a Country in which transaction security i fat 
from perfect. 


“Dealings that are open and abovebuard, respect for 
the rights of minority sharcholders, and security for 
Certificates of ownership are the essential conditions for 
the development of capital markets in the East.” a top 
official of the EBRD concludes. In another connection, 
the bank has dispatched missions to provide legal advice 
on this issue to Azerbaijan, Bulgaria, Russia, Hungary, 
Kyrgyzstan, Moldova, and Slovakia 


Bosnia Anticipating Investment 


“Within the next three of four years, Bosma capects 
investments that will total more than $S Millon for re- 
construction and cconome development in the coun. 
try, Kasim Omucevic, the governor of the central bank 
of Bosnia, stated in Sofia yesterday (| hope that the 
promises made at the conference of donor countries in 
Brussels” last weekend, ‘which came to $1.8 billion 
will hecome a reality hetween now and the end of 1996 
This should provide us with $$.) billion on investments 
for the next three years. be added This vear Bosnia 
became a full member of the FRRD and the Bretton 
Woods body. This will prownde us with access to major 
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loans and internavonal financial assistance. In the com- 
ing years, a major portion cf th« -miernational aid will 
be handled by the bank, which is expected to pay out 
several hundreds of mullions of dollars to Bosma. 


EBRD To Double Investment in East Europe 
Private Sector 


WESOIIIA Paris LES ECHOS in French 16 Apr 96 
p3 


[Article by Yves Bourdilion, special comespondent in 
Sofia “The EBRD Doxbles Its Capital To Expand 
Toward the East and in the Private Sector” | 


{FBIS Translated Text} The European Bank for Recon- 
stmicuion and Development (EBRD) is becoming ever 
move active in the former Soviet Union, where it ef- 
fected $3 percent of its operations last year. Another 
strategic axis, the private sector, will be the focus of 
three-quarters of its operations from now on. 


Ever farther toward the East. And more operations in 
the private sector. These are the two strategic directions 
the EBRD set forth yesterday during its annual mectung 
in Sofia, Bulgaria. And there will be more moncy— 
the 60 countries and international institutions that are 
shareholders in the EBRD have unanimously approved 
the doubling of its capital to 20 billion BCUs. 


This is the first increase in the capital of the bank, which 
was established in 199) with 10 billion BCUs in capital 
for the financing of its loans and the shares acquired 
in the countries of the East. This will also be the last 


ments for the use of funds. The bank will be required 
to allocate its funds on a priority basis to the least ad- 


to the countries where the reforms have lagged most 
seriously, in particular those in the former USSR. This 
extension of the bank's field of activity, pursuant to a 
decision made in 1994. was demonstrated in spectacular 
fashion last year when the EBRD engaged in operations 
in Georgia, Azerbaijan. and Kyrgyzstan for the first 
time. This year, Bosnia, which yesterday became offi- 


nications infrastructures. Russia. for its part, received 
811 million ECU's in credit allocations last year, of al- 
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most as much as in the four proceding years together. 
In terms of credit volume, it now leads the 25 countries 


receiving assistance, followed by Hungary and Ukraine 


This development, which will enable the EBRD to cxen 
4 greater influcace on the transition process, did not, 
however, develop of its own accord, the governors 
of the bank admit. First of all, this could lead to 
disagreements between Washington, which favors the 
Commonwealth of Independent States (CIS) because 
of is strategic interests, and the Fifteen, which favor 
the countries preparing to jcin the Union, such as 
Poland, Hungary. Slovakia, and the Crech Republic 
The consensual philosophy of the bank carned the day, 
because no one can take the nisk of abandoning certain 
countries along the road. “We do not feat any Arerican 
pressure,” Yves Galland, minister delegate of foreign 
trade, has said. Although European Commussioner Yves 
Thibault de Silguy, the governor of the EBRD for the 
European Union, reiterates that the converwon of the 
bank into an cachusive tool for the financing of the CIS 
cannot be allowed. 


This geographic expansion of activiies poses other 
problems. First of all, 1 will increase the financial risks. 
because the EBRD is involving itself particularly im the 
countries in which the transition has just begun Jacques 
de Larosiere recognized this fact when he predicted 
vero net profit for 1996 and an increase im the funds 
set aside for the future of considerably more than the 
75 million francs set aside in 1995. And then, if the 
EBRD provides more financing for the laggards, what 
attitude should it adopt toward the good students’ When 
and how much should the financing of the countries 
completing their “transition” be adjusted’ The protiem 
will not be encountered very soon, according to Yves 
Thibault de Silguy, who emphasizes that at the present 
ume, there are only three banks (two Polwh and one 
Crech) in the Eastern countries with the capacity to lend 
more than $30 million over 5S years 


The Criteria for ‘Adjustment’ 


On the other hand, David Lipton, a representative of 
the U.S. Treasury Department. emphasizes that the 
EBRD should adapt its operations. “No transition is 
permanent. The bank should resist the temptation to 
financing that the commercial banks could 

a View to its HER! Moctng. therefore, 

the EBRD should develop criteria for the adjustment 
of its aid to the more advanced Eastern countries ht 
. Moreover, already begun its disengagement. and 
first share im an enterprise that 

teached maturity—the Crech Chocoladovny agro- 
food group. The shares it has acquired represent an 
essential tool for its policy of supporting the private 
sector, the PMEs |small- and medium-size businesses} 
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Cumulative Total of EBRD Financing in Millions of 
ECUs Approved as of 31 December 1995, by Country 
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French Aid to Bulgaria 


Minister Delegate of Foreign Trade Yves Galland took 
advantage of his visit to Sofia to sign a bilateral agree- 
ment with Bulgaria. France will contribute 2.5 million 
francs to help with the modernizabon of the stack ex- 
change, a process essential to the success of the reforms 
under way. The Bulgarian stock cachange still falls far 
short of providing the guarantees of security and clar- 
ity of operations provided by its Western counterparts. 
bul it ts winning the interest of an increasing umber 
of businesses. It has welcomed 25 French enterprises 
im the past two months, and Sofia is hoping to attract 
foreagn investors. Just thes morning. a law providing for- 
cign investors with tax cacmptions for five years was 
announced. Yves Galland is still awaiting the climina- 
tion of several controls, for cxample those presenting 
the Danone group from increasing the capital of the 
jommt venture it undertook wit, ‘he Bulganen Cervika 
company. On the other hand, the EBRD is reported to 
have refused to finance the proposed construction of a 
five-star Hilton hotel in Sofia by FEAL [expansion not 
given) international, an affiliate of the Phenis real estate 
company (General W ater group) 


FRANCE 


EM President Meets With Iraqi Oil Minister 


IN1106208696 Baghdad INA in Arab 
1540 GMT 11 Jun 


[PBIS Translated Text) Paris, 1! Jun (INA) — Lien. 
tenam General Amu Muhammad Rashid, tragi on! min. 
ister, met here today with Philippe Jovroa [name a 
transiiterated|, pressdent of the Preach Elf ot! company 


The oi} minister told an INA correspondent in Paris 
that he discussed the progress of the negotiations over 
& special Contract to develop oi fields im Irag He sad 
the conferees also cachanged views on the formula of 
the contract and how to execute it. He sad the meeting 
was positive, cordial, and constructive 


Sources at the Preach Elf oil company told the INA 
correspondent in Paris that the mecting was held in an 
excellent atmosphere They said the mecting was held 
within the contest of Irag’s signing of a memorandum 
of understanding with the United Nations on the sale of 
ol on exchange of food and medicine 
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Paris Loosing Market Share in Semiconductor 
Industry 

BRIO06144196 Paris LES ECHOS in French 

7 Jun WH p? 


[Report signed “R.M.~: “France's Share of the World 
Market for Sermconductors Is Shrinking | 


most worrying trend is not so much the slump in the 
market, which echoes that on the international market, 
but the reduction of Prance’s market share in the world 


to hecomung . 
Claude Vasuth said, sounding the alarm and stressing 
that Prance’s share on the world semiconductors market 
has dropped from 2.8 percent in 1990 to 2.1 percent last 
year, a drop equivalent to a ¥)- percent reduction in 
ativity. Al the same time this share decreased from 


1551 GMT 11 Jun 9 


[PRIS Translated Tex.) Paris, 1! Jun (APP) — Post 
and Telecommunications Minister Prancois Pillen said 


ECONOMIC REVIEW s 


natural occurrence. since all other European operators 
have now been convericd into trading Companies 


Mr. Fillon stated: “France Telecom must be able to 
operatic according to the same management rules as 
its Competitors,” and he stressed the aced for “lasting 
imernational alliances consciidated by capital ves” 


After emphasizing that the ‘adjusting balance’ paid 
to the state by France Telecom to make up for the 
transfer of pension charges would not cxceed 40 Millon 
Prench francs (Pr). the munister nevertheless stressed 
that France Telecom will be ‘recruiting at a rate of 3,000 
employees a year He replied to the Left of the house 
by saying: “This ts the highest rate of recrustiment for 
10 years, monopolies do fot protect johs.” 

The minister also said that the cost to the state of 
opening France Telecom's capital to the employees will 
be “Fri 5 bilhon per section of capital opened up- 


Defense Industry Reorganizes in Aquitaine 
WESOII9GA Paris AIR & COSMOVYAVIATION 
INTERNATIONAL in French 4 May % p iS 


[Artucle by Jean-Prerre Casamayou: Industrial Rede- 
ployment in Aquitaine | 


[FBIS Translated Text) An agreement between state and 
regson ts part of defense reorganizations 


The Aquitaine region has become the second region, 
after Rhone-Alpes, to sign an agreement with the state 
to “be part of industrial redeployment and defense 
reorganization. This agreement aims al scting up 
measures to facilitate the diverufication of the defense 
and acronautical industries, support reorgam zations and 
site reconversions economically and socially, and help 
look for sew technologies, praduction, and new markets 


To this end the region will benefit from community 
funds (FEDER [expansion not given), PSE [not further 
expanded), and Konver funds) as well! as state and from 
MA Menistnes Al an imterminisicnal Commute mecting. 
the prime minister announced that in order to 

these reconversion activities, a total of 2.27 bilhon 
francs would he made availatic to the regions hetwoen 
1997 and 2002 


As the fourth huggest Preach region for defense indus- 
thal acuvity and the sccond for acrospace activities, 
Aquitaine is still feeling the pinch from the crisis that af. 
fects these two activities. Since 1990 jot have dropped 
by close to 20 percent. Currently the 250 businesses in 
this sector (150 of which have some defense activities) 
employ about 24.000 people, more than half of whom 
work directly on national weapons programs and on c1- 
ports. Nine have more than |.) salaned workers, 14 
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lines of work, among 
small industrial firms and small. and medium-sized 
companies, assistance to job pools affected by the 
reogamzavon, and infrastructure and site moderm zation 
But in particular « emphasizes the “establishment of 
strengthening of major industrial centers by means of 
reorganizing projects.” Seven in number, they relate 
to the strengthening of activities ticd to inhabited 
civihan space and acronautical maintenance centers, 


laser center and a European chemistry and tology 


BR1I106143196 Paris LA TRIBUNE DESFOSSES 
in French 11 Jun VW pis 


[Report by Olivier Provost: “FLA Program — Industry 
Awaits Clarification’ | 


(FBIS Translated Text) The European acronautics in- 
dustry 0 longer knows which way to turn. Acrospa- 
tale, Dasa, British Acrospace, Casa, and Alenia are all 
sill up im the a as to whether of not the European 
nations, and Prance in parucular, are in fact looking to 
shoot down the Buropean military Puture Large Arrcraft 
[FLA] program. There are already murmurings of alter- 


native sources of funding for this project, partly met out 
of the own pockets, as they stress the effort that has 


francs [Pr], the cost of the PLA program has been cut 
hack — Dy simplifying the project and its technical 
specifications — to Pri SO billion. France's share, after 
having Cut its order to 52 aircraft as opposed to 75 for 
Germany. was to have heen around Pr28 bilhhon, inchad- 
ing spares, Pr? billion of this cost was carmarked for 
development. With PrS 4 billion coming from the mih- 
tary planning budget for 1997 to 2002 and Acrospatiale 
offering to fund half of this itself, namely some Pr2.7 
tilhon, the state would then only have to find 10 percent 
of the total cost of the program, just like a customer of 


Airbus-type civil aircraft, in exchange for guarantocing 
to order a given number of planes 


This solution failed to materialize nce, in its military 
planning law for 1997-2002 Prance had only set aside 
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Fr6S0 million for the purchase of transport aircraft. As 


funded 

ounting financial charge. This plan that ts currently 
ned would require the state to underwrite 1 
and therefore make a commiument to buy the agreed 
number of FLA’s. Defense Minister Charlies Millon 
recently told members of the National Assembly that 
the FLA would represent a lead that could be followed 
by other weapons programs, in parucular the motorized 
bridge. However, if no solution 1s found then Pars risks 
buying American aircraft such as te Lockheed C1) 
J's of the costly McDonnell Douglas C17's. making a 
downpayment out of the Pr6S0 million set aside for this 
purpose by the military planning law. However, where 
$2 FLA's would have sufficed, will take 84 C1 W's 
at a cost for France of Pr3i tullion. This would he a 
heaven-sent gift for the American actonautics industry 
ht would also represent Iigher operating Costs given that 
more planes would mean having to train more polots and 
buying more spares, amounting to around Pr27 bullion 
over WO years. 


This ts the real fear of the European acronautics industry 
since Prance announced it would not be participating 
in this ambitious program and Germany — which had 
initially defended the FLA and had even carmarked 
Pri4.$ billion until 2009 for the project — came over 
to the French side at the recent Dijon Pranco-German 
summit 


Article Warns Against French Pullout From FLA 


BRI2061 34206 Paris LE MONDE in French 
12 Jun pid 


[Article by Jacques lenard: “Privatized Defense” | 


[PBIS Translated Text} By refusing to fund the devel. 
opment in Europe of the military Puture Large Adrcrafi 
[PLA], Prance, which has made this a principle of its 
new military planning law. and Germany, which re. 
cently came over to the Prench way of thinkeng at the 
Dijon summit between Chirac and Kohl. have set some 
thing of a precedent in the defense industry This is the 
first me thal two countries — without worrying too 
much about what the other sia partners in the progct 
might think — have handed over to thew defense in. 
dustries all the financial risks and have asked them 
operate lke the commercial aviation industry where the 
airlones are happy just to buy off the shell 
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Those who fear the posible consequences of such a 
radical sobution say that pushing Ua» attstude to its limuts 
we could capect to sce Countries whose sumber onc 
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What ts Gare, this playing field thal 1s uneven from the 
outset anc which means that cortan Compamecs whose 


aUvitres we lagely derected @ multary applications 
were almost assured of an moome, made even more 


of self-fmancing mcrease to § percent because the 
state has less of a stake than chewhere — for Briiwh 
Acrospace thus figure « 2 percent while for DASA ut 
is 6 percent. From the off, then, this ts a handicap to 
compeutvencss for some and an immediate advantage 
for others. 


After the Dijon summut. however. the industrial groups 
associated with the PLA stated to contact hanks to 
look at whal assurances and guarantees these would 
require. The precise terms of the financial package for an 
operation that will culmenate with the hurlding of some 
30D aarcraft costing YOR millon Preach francs [Pr] cach 
will have to be set owt #9 Mack and white. In particular, 
the type of commitment hy the states will have to he 
determuned — for crample. the announcement of firm 


orders on the bass of a fined pre deal — m order 
to averd af cicessive Monagement burden for cach 
industrial group 


This % fot an casy process. The hanks ae well 
aware that the states have permanently suspended the 
sword of Damocles over this program. A competing 
wrcraft already cxmts on the United States, the C10), 
derived from the current Hercules, and ts manufacturer, 
Lockheed Martin, is offering tt 20 percent cheaper than 
the FLA because production is more of less turning 
a prof already. In such circumstances, buying 
American product ‘off the shelf is rather tempting for 
cash-strapped European governments 


However, if they do buy American they would reek the 
United States taking a de facto stranglehold on strategic 
transport planes and this would he Lantamount to giving 
them a say — if not an actual night of veto — on any 
use the Europeans might wish to make of thew aircraft 
in NATO's new comPuned jort task forces (CITF's), 


In Prance’s case, the financial burden of having to fund 
the FLA (Pr? billion) withow state ad would only 
increase Acrospatiale s de — and thereby reduce the 
company's market value — a a ime when Jacques 
=m has planned a merger with Dassault Surely 
is just adding insult to inpury. Can you really 
for a dynam reorganization of the acronautns 
industry Dased on the state pulling out of project 

and letung programs simply collapse’ Can 
you really privatize the means of managing major 
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considering returning the ‘ira to the European exchange 


The Radian cabinet is Commutted to returning to the ERM 
and eventually jouning the single currency It 1s dehatong 
the merits of re-entry later this month rather than in the 
autumn, and 1s due to decide within a work. 


Moving swiftly would have the advar‘age of umproving 
the country’s chances of jowning the single currency 
nigm from its start. On the other hand, delaying for 
several months would give ¢) 


Andrea Delitala, Kalian cconomist at investment bank 
Deutsche Morgan Grenfell, said: “There is no room 
© save moncy from the government deficit in a non- 
painful way. They must define a creditic fiscal policy 
with budget measures that will save af icast 15 willon 


The government defictt increased sharply between Apri! 
1995S and last April. Cuts of 10 twilhon lire (4 Sthe 
pounds) have heen drawn up to help bring the shortfall 
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back towards the 109 4 tnihon lure ( Sn pounds) Large" 
for 1996. 


The italian currency has already recovered acarly 25 per 
cent of its value against the German mark during the 
past 12 months, while the pound has climbed less than 
7 per cent. The pound and lira were ejected from the 


exchange rate mechanism together in September 1992 


Britain Continucs to resist pressure to reson the ERM 
Kenneth Clarke, the Chancellor, yesterday clammed 
“game, set and match” for Brita after saying he had 
successfully Jeferred a deci won on whether Britain must 
pom another cuchange rate mechaniwm. Mr Clarke was 
attending a meeting of finance muniters in Luve.nhourg 


Several member states argue that Britam must jor the 
ERM under the Maastricht weaty if « wants to keep 
open the opvon of taking part im the single currency, 
Mr Clark has always insisted no such obhgabon cxrmts 
After the Luxembourg mecting. domunated by the hee! 
comboversy, Mr Clarke said his partners had agreed 
to defer the entire issue until the Dubin sume in 
December 


Mr Clarke was yesterday openly relishing German dis. 
comfon over the European Commussion s finding that 1 
exceeded the Maastricht budget deficn requirement for 
1995 when its deficit reached 4.5 per cent of grows do- 
mestx product Germany now faces Commision penal. 
tes, it was Confirmed. Mr Clarke said chulliently We 
dealt with the cacessive deficn procedure by confirmeng 
that Germany has an cucessive deficn 


All but the three smallest of the 15 EU cconommes are on 
the so- called cacessive-defica list Denmark was taken 
off the list yesterday, jouning Ircland and Luxembourg 


EU forecasts show the budget gap widening still further 
this year to 3.9 per cent as Germany s record unemploy- 
ment Cults tak revenue and pushes up welfare spending 
The same forecasts, released last month by the EU's 
executive agency show Germany sncaking in helow the 
}-per-cent deficit barrier in 1997 — when the decison 
on who adopts the curo will be taken The finance mui- 
isters yesterday ted to progress plans for a so-called 
stability pact. a German idea whereby countries in mon- 
Clary union plodge to meet economax Convergence crite. 
ria after 1999. Some states oppose German suppor for 
fining states that do not meet the criteria 
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*Behied-the-Scenes’ Impresiams on | ira Ke runing 
EMS 

BRIDO6I11S96 Mian CORRIERE DELLA SERA 

in Kahan 12 Jun W p it 


[Report by Andrea Bonanni: “The Lira in the EMS? The 
Battle ls Already On"| 


{PBIS Translated Text] The battle for the lira’s reentry 
imo the EMS (European Monctary System) will be 
fought out around the ©1000 [hire to the German mark) 
mark.” and the most difficult partners to win over will 
urdoumedly be the Prench. These are the impressions 
guned behind the scenes at the European Commassion. 
where Prods announcement that he wants to take the 
lara back inte the Buropean exchange tate mechaniem 
after the Florence sume has been © welcomed 


“We always look with fever on all initiatives bkely to 
strengthen the EMS. although the terms and dc cals for 
the lira’'s reentry into the cachange rate mechaniwm have 
to he agreed with all the national monetary authorities 
was the neutral, official comment made by Economic 
Aftars Commissioner Y ves. Thehault de Siiguy Caution 
1 Dhigmory on such maticrs. so lips ae unsealed only 
on condrpon that the sources remain anonymous 


Actually, Brussels capects laly to step up the Sace of 
consultations on the lira’s reentry inte the EMS afer 


presenting the supplemental y Pudget for 1996 and the 
economn and financial planning paper. which the Prod: 
government wants to present before Florence And there 
ae those who would prefer us to was for the advance 
presentation of the 1997 finance till, no less, which has 
heen announced for July They are all measures that 
me capected to heve « positive effect on the markets, 
propelling our currency even mngher 

But that is precisely the problem Al what parity would 
it best sult as to rejoin the EMS” The rules say that the 
right to entry as such is absolute, Dut that the cuchange 
tate, in other words the central parity to whech the lia 
will be anchored, has to he decaded by common accord 
by all the countries making up the Monetary Commutioe 


So no one could raise ofections to Naly's snnounce- 
ment of ts decision to reyorn the system. but the dehate 
on the value to he attached to the currency will be any- 
thong bul a tea party. And our government will certainly 
not embark on at hefore securing a general outline (on- 
sensus on he proposals to he dehated 


In this respect. the main ofetacie will be France. whose 
second: largest trading partner we arc. and ii is Mo mere 
councadence that Prodi has begun his caplorations as to 
the possitility of reentry into the EMS with Paris and 
wih Chira, who took the devaluation of the lira am 4 
personal offense and who would certainly lhe lo see a 
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substantial mcrease wp the value of our crrrency, well 
below 1 (00) lire to the mark. before giving the green 
light for reentry into the EMS 


France s posstion might not he an isolated one Beigrum. 
which has repeatedly capressed concerns over the weak 


la we the past, will want to avo any mek of cur 
currency beeng undervalued and giving us a compeut ve 
edge The same goes for Austria. whose second-largest 


wading partnar we are and which certamly has no 
interest in sccing 4 weak lira capoored for ever mm the 


exchange fate sysiem cage 


The other countries do not seem to be cacessively 
concerned abeut the proMiem. and they are not imending 


to put ur a fight io thew wew, the advantage of a newly 
stable ‘os amiorol to Burope takes precedence over 
the poss *tlity of a few percentage pons more of less 
om the exchange differential. So much so, 1 ts pownted 


out 10 Bruaseis, that with fuctuation margins widened 
to 1 percent, safeguarding parities is largely a matter 
of adjusting the interest rates payable by the cowntry 
concerned and places no significant burdens on the other 
central hanks 


Precisely for thus reason, however, the reentry level is 
crucial for the Ktahar government. Indeed. too strong 
a lira, below the 1,000 mark. not only frightens the 
industrialists he ause if diminishes the Competitivencss 
of our exports, but might force the Bank of aly to keep 
imerest rates igh to safeguard the parity, at the very 
ume when a lowering of interest rates 6 an vategral pert 
of the government's scheme to bring the pubic deficit 
hack withen the bounds set hy Maastricht 


if the Prodi government rucceeds in petting back in at 
1000 lore to the mark, «| can claim to have scored a 
success, they say in Brussels 


Daily Comments on Rejoining | MS 
PRI206/438906 Milan IL. SOLE .24 ORE in Nalian 
12 Jun pe 


(Ednorial: “Budget Adrutment Wi'l Determine Lira 
Partcpation in EMS") 


(PBIS Translated Text) Lord, give me chastity, but not 
yor. St. Augustine's prayer could well represent the 
dowms and hesrtavons that characterize those im charge 
of economc polxy whenever the moment approaches 
for the lira to return to the EMS or, to be more accurate, 
the exchange rate mechanium that pow hinds. by means 
of a troad band of 15 percent around a central parity, 
the currencies of most of the EL countries 


Sence Maly left the exchange rate mochaniem in Sepeem. 
ber 1992. its return has heen announced several tomes. 
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ernment the procedures for the lira’s return to the EMS 
were approved, but the uncertainties about the result 
of the 1994 elections, subsequently unfortunately con- 
firmed by the instability that accompanied the Berlus- 
coni government, advised against proceeding with it. 
A year and a half later, in fall 1995, the Dini govern- 
ment again broached the issue of the EMS. But again *! 
was mainly uncertainties about the post-Dini situation 
— confirmed by the convulsive vicissitudes of Mac- 
canico’s attempt to form a government and the latest 
elecuons — that prevented negotiations from being be- 
gun in carnest. Are we to expect from the Prodi gov- 
ernment the same sequence of premature overtures fol- 
lowed by nonstrategic withdrawals in connection with 
the EMS? There are reasons to expect grealer success 
this ume, but there are also reasons to remain Cautious. 


1 — From the viewpoint of our fundamental economic 
indicators, ltaly’s position is now more solid than 
it was in 1994 of 1995. Apart from the ups and 
downs of the cycle, whereby real activiy is falling 
both in Italy and throughout Europe, the successes of 
the past year in terms of our public finance situation 
have brought our primary surplus t- 4 percent of 
C P and consolidated the progress of previous years. 

auon, having surmounted the challenge of its annual 

mparison against the increase in VAT in March 1995, 
seems to be falling, aided by an incomes policy that 
is holding fast, in spite of everything and in spite of 
everybody. And the lira — the bone of contention 
in EMS negotiations — has made up the ground 
lost through unrestrained devaluation and seems to be 
supported at its present leve! by the verdicts of the 
markets alone. 


2. — From the viewpoint of political stability there does 
not seem to be the prospect of an election on the horizon, 
which is what on the two previous occasions inserted 
an objective element of uncertainty into the reckoning 
about the level of our currency. The election has granted 
haly the possibility of a government that will last the full 
duration of the legislative term. The possibility, but not 
the certainty, and perhaps not even the likelihood. But it 
has nevertheless removed a heavy burden of uncertainty 
thal previously obscured the possible outcome. 


Does this mean a green light to the lira’s return to the 
EMS? Prime Minister Romano Prodi said in Paris that 
Ktaly is aiming to being the lira back into the EMS, 
“never to leave it again.” And it is precisely the finality 
of his remarks that obliges us to list the reasons for 


cauvon 


3 — The fundamental public finance indicators have 
certainly improved, but the adjustment budget to be 
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announced in a few days’ ume will not be enough 
to dispel the uncertainty about the continuation of this 
recovery. As we have known for some time, if is the 
1997 Finance Bill that will be the crucial test thal our 
budget must pass on the way to meeting the Maastricht 
parameters. lt will be necessary to assess the package 
both qualitatively and quantitatively in order to be sure 
that the lira can regain its place without becoming the 
target for speculation. 


4 — Last, political stability can definitely claim to ins 
credit a clear definition of the winners and losers in the 
electoral contest. But an electoral law thal forces parties 
into step-down agreements and “unnatural” alliances 
has not yet succeeded in producing a homogencous 
majonty. Will the government coalition succeed in 
reconciling stringency in the management of public 
finance with Communist Renewal’s crucial votes, or will 
it have to resort to precarious variable majonties? Only 
tune Can provide an answer to this question. And indeed 
the lira needs time before a decision is reached on its 


SPAIN 


Report of Spanish Withdrawal From Eurofighter 
Project Denied 

LD1206181396 Berlin DDP/ADN in German 

1430 GMT 12 Jun % 


{[FBIS Translated Text} Bonn/Duesseldorf (DDP/ 
ADN) — The Bundeswehr has denied a report in 
“WIRTSCHAFTWOCHE’ about an apparent Spanish 
plan to quit the Eurofighter project. A spokesman for 
the German Defense Ministry told DDP/ADN that the 
report is totally without foundation. He said Spain, 
like Italy and the UK, is sul! involved in negotiations 
with manufacturers about acquiring the Eurofighter. 
He said speculation about the price of the aircraft is 
based neither on industry information nor on official 


The Duesseldorf-hased ‘“WIRTSCHAFTSWOCHE’ 
says in a report, released before publication in tomor- 
row’s issue, that Spain is following Italy as the second 
of the four partners planning to leave the Eurofighter 
project. It says the German Government and the Ger- 
man manufacturing company Daimler-Benz Acrospace 
(Dasa) learned that the Spanish Government under 
new conservative Prime Minister Jose Maria Aznar no 
longer wishes to order any Eurofighter aircraft because 
of the budget situation. Britain also doubts whether the 
budget [not further specified) will cover the order of 
250 jets, it said. 


The magazine said this would have disastrous conse- 
quences for the Bundeswehr, with the price of the jet 
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probably doubling to over 200 million German marks 
in the event of a Spanish withdrawal. The Bundeswehr 
originally intended to buy 180 aucraflt. 


TURKEY 


Businessmen See Benefit in Irayi Pipeline 
Reopening 

NC2305160496 Ankara TURKISH DAILY NEWS 
in English 22 May 4% 


[Report by M. Akif Beki and Metin Demirsar — 
received via Internet} 


(FBIS Transcribed Text] ISTANBUL — Turkish food 
and pharmaceutical exporters will benefit from the 
partial reopening of the lrag-Turkey crude oil pipeline, 
shut since the 1990 Gulf War, Turkish businessmen said 
on Tuesday [21 May). 


They urged the Turkish government to seek indemnities 
from its western allies for lost trade and construction 


business from the closure of the twin-980 km pipelines 
running from irag’s oil-rich Karkuk region to the 
Turkish Mediterranean terminal of Yumurtalik. 


They suggested that Turkey, which was one of the 
coun’ries worst hit by the Gulf War and subsequent 
closure of the pipelines, receive the lion's share in 
exports to Irag. The economy of Turkey's southeast 
corner has stagnated because of the closure of the 
pipelines. 

Under an agreement Irag signed with the United Na- 
tions, it will be allowed to pump $2 billion worth of 
crude oi! through the pipelines in return for food and 
medical supplies. The pipeline has been closed since 
Iraq's 1990 invasion of Kuwait, as part of UN trade 
sanctions aimed at bringing down the regime of Sad- 
dam Husayn. 


“Turkish food and pharmaceutical firms will be able to 
increase exports to Irag as a result of the agreement, but 
the potential amount of trade is uncertain at this time,” 
Muaftak Kiliceli, a specialist in Middle East trade with 
Ekom Eczacibasi Dis Ticaret A.S., a major exporter of 
pharmaceuticals, said 


Kiliceli noted that only a small amount of unofficial 
border trade exists between the countries. Unul the Gulf 


crisis, Irag was one of Turkey's main trading partners. 


Commenting on the development, a senior official of 
MUSIAD. the pro-lsiarmc Independent Businessmen 's 
Association, said the trag-UN accord would be an 
opportunity for Turkey to recover income lost since the 
Gulf War. Turkey should seek compensation from the 
U.S. ted alliance against Iraq, he said. 
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“This is our natural right. Turkey lost income of $39 
billion from potential export carnings and contracting 
activities over the past five years,” Al: Bayramoglu, vice 
president of MUSIAD, said. 


Bayramoglu said an Iraqi proposal to pump the oil 
through a pipeline through Syria instead of Turkey 
would threaten Turkish interests. 


He proposed that Turkey receive most of the export 
revenue to be gained from Iraq's oil shipments to the 
West. “Nothing is certain for the ume being, but Turkish 
foreign officers are optimistic about the situation,” he 
added. 


Bayramoglu stated MUSIAD, one of Turkey's lead- 
ing business groups, opposed the economic sanctions 
against Irag from the outset. 


A Turkish banker who asked not to be identified said 
the new accord will be good for Turkey and will help 
improve its relations with Irag. She said food producers 
and transporters in southeast Turkey would gain the 
most from the new trade. 


The Secretary General of the Diyarbakir Chamber 
of Commerce, Felat Karaoglan, said businessmen in 
southeast Turkey could raise their exports to Irag as 


part of the new developments. 


Paris Wants To Double Bilateral Trade in 10 Years 


BR2805123796 Paris LE FIGARO (LE 
FIGARO-ECONOMIE Supplement) in French 
25 May 9% p2 


[Report by Marie-France Calle: “Paris Wants To Doubic 
Trade With Turkey”] 


[FBIS Translated Excerpt] Istanbul — “Turkey is a 
Eurasian dragon which is at our door and within our 


For Benoit Batistelli, economic and commercial coun- 
selor at the Prench Embassy in Ankara, the problem is 
clear: Turkey's goal is to become a bridge between two 
continents and two trade zones. And its strong growth 
(up 8.1 percent in 1995) gives it an economic potential 
which could make it attractive for foreign investors, in- 
cluding France, which leads the pack with 17 percent 
of investment over a | S-year periad. 


“Prance is already the leading investor in Turkey, in 
both manufacturing and in services. | hope that our trade 
will grow, and that France can be not just Turkey's 
fifth largest supplier, but can raise its trade presence 
to the same level as its investments.” French Foreign 
Trade Minister Yves Galland stated at the mauguration 
im Istanbul of Fransa 96, an exhibition in which 200 











[petal cern peninan ef verge) 











2 ECONOMIC REVIEW 


Preach corpuraiions and a large delegation from the 
National Council of French Employers are taking part. 
“The conditions are right for bilateral trade to at least 


in Turkish 1700 GMT 24 May 9 


he always stresses that Chirac is Turkey's friend 


[Begin Demirel recording) | would like, in your pres- 
ence, to thank France for its contributions to Turkey's 
entrance itto the CU. The time has now come for us to 
join the EU. Turkey, which is a democratic and secu- 


has gone beyond its boundaries thanks to its experienced 
businessmen. [end recording] 


Demirel further stated that Turkey has a very dynamic 
population and economy. 
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between Turkey and France should be strengthened. 
{end recording} 
French Foreign Trade Minister Yves Galland, in turn, 


iceieiaiion aie requirements of the financial 
protocol, Galland pointed out that the businessmen of 


the two Countries Can Carry out joint investments in third 
countries. [passage omittcd] 


Effect of Customs Union on Insurance Sector 
Assessed 


96ES0118C Istanbul DUNYA SUPPLEMENT 
in Turkish $ Apr 96 p 7 


[Article by Muzaffer Bilgili, director general of Basak 
Sigorta: “The Status of the Turkish Insurance Sector 
Vis-a-Vis the EU") 


[FBIS Translated Text) As is known, in principle the 
Customs Union affects only the circulation of industrial 
goods. The free circulation of services is not included 
within the scope of the Customs Union agreement. 


As a result, at first glance it may appear that the 
integration of Turkey's insurers with Europe's insurance 
sector will begin only if Turkey becomes a full member 
of the EU. 


Although the Customs Union maw not have a direct 
impact on the Turkish insurance sector in the short 
run, it is likely to have indirect consequences. The 
anticipated changes in the economy and the expansion 
of trade, the investments necessary for standardization, 
new business areas that are expected to open, and the 
employment of additional manpower will have their 
effect on the insurance business. Demand for private 
insurance is likely to grow depending on consumer 
needs. 


Before discussing the status of the Turkish insurance 
sector in the face of new developments, it would 
be useful, from a standpoint observing precedents, to 
examine briefly the process of the formation of a single 
insurance market in Europe and the current status of that 
market. 


We can enumerate the principal objectives of a common 
insurance market as follows: 


An insurance company whose headquarters are in one 
member country will be able to open a branch in another 


country within the Union (freedom to settle). 
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Insurers will be able to market their products in any 


country they wish with the same privileges as the local 
insurers of that country (freedom of services). 


Insurers will be subject to th same conditions in all 
countries to make sure that they meet their financial 


digits of ton invwed in al ember coumies end to 


Operation of reinsurance and retrocession businesses, 
began the legal process that largely attained the goals 
targeted by the single insurance market plan with the 
issuance of the “third generation” directives on | July 


| 
Thus, with the EU's 34 Coordination Directive on life 


of the EU with full freedom of service. The only proviso 
is that the firm must have the approval of the insurance 
regulation agency of its own country. 

As is known, this legislative process did not come into 
being casily. Differences among the member countries 
in culture, national attitudes, local insurance contract 
laws, taxation, and regulation were hurdles that needed 
to be overcome over time in the formation of a single 
European insurance market. 


These hurdies vanished with the adoption of free 
circulation of services within the EU. Today insurance 
firms from different countries are engaged in very suff 
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afrangement. The rules of competition will permit the 
survival of only a smaller number of stronger firms 
that utilize technology well, that have developed a wide 
range of insurance products, and thal have well-trained 
employees and a stable management. 

It is expected that local insurance altitudes will change 
and that international insurance policies for ransporta- 
tion, industry, life, and health will muluply and spread 
across the entire EU community. 

The establishment of a single market and the adoption 
of free circulation of services have increased the im- 
portance of insurance regulation. As is known, a basic 
clement of liberalization is the abolition of controls on 
premium schedules and approval requirements for the 
general conditions of insurance policies. 

As a result, regulatory agencies will pay more attenuon 
to financial audits to ensure the health of the insurers, 
and independent auditing firms will have to conduct 
their operations on an international scale. 

Up to this point, I tried to outline the general features 
of the current status of the 44-year-old EU experiment. 


I believe that Turkey, as a country that is a candidate 
to become a full member of the EU, must monitor 
developments in the Union closely. 


The Customs Union, which is a significant step in the in- 


tegration of our country with Europe, will increase com- 
petition from foreign capital, and 11 will be necessary to 
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EU insurers studied the markets, operational methods, 


the 2ist century, it is evident that 
Turkish insurers need additional renovation despite the 
substantial progress they have made in recent years. 
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This necessity should be interpreted beyond the context 
of Turkey's relauons with the EU as the implementation 
of renovations that will carry Turkish insurers to modern 
standards in a globalizing world. 

The possibility that the Customs Union and, eventually, 
Turkey's association with the EU may accelerate the 
development of our insurers is a welcome prospect. 
More importantly, however, we must strive to make 
our country attain world standards in insurance, which 
is an international business by its nature, regardicss of 
whether we join the EU. 


I believe that all components of our insurance industry 
have the resources and human capital, in particular 
an inquisitive, renovationist, and enterprising youth, 
necessary to caich up with world standards. What is 
needed is to mobilize and to utilize these resources. 


Customs Unica Brings Competition to Banking 
WESOIISA Istanbul DUNYA SUPPLEMENT 
in Turkish 5 Apr 96 pi 


in the Turkish economy in the 1980's. After 1980, 
Turkey made major strides in opening up to the outside, 
making a transition to a free-market economy and trade 
liberalization. The banking industry was obviously one 


Union will have a more indirect impact on the banking 
system, which will have to meet a growing demand for 
funds, paralleling the growth of the economy. The Turk- 
ish banking sector will be opened to direct EU compe- 
ution when an accord is signed in the future on the frec 
circulation of services. When that happens. the compe- 
tition will not be limited to Europe: because of contacts 
by the world’s other economic Diocs with Burope. a 
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global competition will emerge. From this perspective. 
il is important to take measures before such compeuuon 
begins to make the Turkish banking sector work within 
EU standards. 


One of the first steps required to attain those standards 
is to change relevant Turkish legislation. Since Law No. 
3182 on Banks was based on the laws of conunental Eu- 
rope, it does not pose any compatibility problems from 
a legal standpoint. Recent, post-Customs-Union leg- 
islalive measures—such as limiting banks’ investments 
in financial Corporations to 60 percent of their assets, 
biending “national” and “foreign” banks into “banks” 
and limiting the ratio of primary capital to higher-risk 
assets, noncash loans, and obligations to 8 percent— 
have largely climinated the harmonization problem in 
the banking sector. As a result, any problems thal may 
be encountered with the EU are likely to be structural 
and economuc rather than legal. 


The disadvantages that our banking sector faces in the 
Customs Union are also factors that reduce profit mar- 
gins. The banks” asset structure is inadequate. The high 
rates of interest paid on deposits, the high levels of re- 
serve and liquidity requirements, sluggish loan place- 
ments, surcharges for the Resource Utilization Support 
Fund, and other burdeys such as taxes on banking and 
insurance transactions :esult in high operating costs for 
banks. These factors are compounded by a malfunction- 
ing personnel structure, inadequate technological infra- 
structure, the small-scale structure of the Turkish bank- 
ing system, investments outside the banking sector that 
yield low dividends, the short-term fluctuations of the 


economy that do not permit any planning, political in- 
stability, high inflation, and high risks on interest and 


exchange fates. 


The competition introduced into the banking sector 
by the Customs Union will produce an excess supply 
of banking products and services, resulting in two 
important Consequences. 

Consumer demands will gain priority in bank-< asumer 
relations. This will lead to diversity in banking services, 
the growth of individualized banking services, and a 
transformation of branch banking. The development and 
marketing of products and services, which were initially 
planned as auxiliary services to attract and to keep 
customers, will increase. The new products will include 
securities, insurance services, and consulting services. In 
other words. a universal banking system that addresses 
the needs of a diverse set of consumer groups will 
develop 


The second consequence of the excess supply of bank- 
ing services will be a reduction in the number of bank 
branches Some banks will move toward specialization. 
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With that banks will seek mergers or capital sharing 
with other banks to fortify their financial structures, to 
open up to new markets, to take advantage of savings 
produced by mergers, and to utilize the experiences and 
operational methods of banks in EU member countries. 
Banks thai want to *void any dependencies will choose 
cooperation and alliances based on joint investments. In- 
ternational banking clubs have already been established 
in Europe to encourage joint investments. These clubs 
are engaged in lobbying activities in the EU. 


Increased competition will also lead to a greater demand 
for qualified personne! and technology. The connection 
of 32 Turkish banks to SWIFT (System for World 
Interbank Financial Transactions) on 6 March 1989 znd 
the adoption of EFT (Electronic Pund Transfer) since 
31 March 1992 were important technological steps. The 
utilization of new technologies such as automated teller 
machines (ATM's), home banking, and electronic fund 
transfers at point of sale (EFT/POS) will expand. 


Government agencies have as much of a role in pro- 
moting the competitiveness of the banking sector as the 
banks themselves. 


While the banks develop thei international branch net- 
works, they must join EU banking groups, emphasize 
the management of assets and liabilities, invest ade- 
quately in technology and manpower, open up to the 
public to ensure the growth of instituvonalization, and 
utilize stock markets better. 


it would be difficult to exaggerate the effects of the 
Customs Union on the Turkish banking sector and to 
anticipate abrupt and major changes. 
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Eurocopter Delivers 20 Cougars; Coproduction 
Planned 


NC2308164196 Ankara TURKISH DAILY NEWS 
in English 23 May 9 


[Report by Burak Bekdil — received via Internet] 


[FBIS Transcribed Text} MARIGNANE, France — The 
world’s second largest helicopter manufacturer Euro- 
copter SA is expecting to conclude year-long discus- 
sions with Turkish authorities for the co- production 
of 30 SAR/CSAR utility Cougar helicopters, the com- 
pany's officials said in its main manufacturing unit in 
southern France. 


The said talks with Turkey's Defense Industry ‘/nder- 
secretariat (SSM), the procurement agency, were pro- 
pressing well and an agreement was in sight for the 
nearly $500 million protect. 

“The discussions have been tense, | should say. How- 
ever, | am confident that a deal will be reached in the 
weeks to come,” said Luc Barriere, Eurocopter's vice 
president for Europe. 

. which has been negotiating with Turkey 
for a batch of 30 Cougars since June 1995, delivered 
today the last pair of 20 Cougars as part of an carlier 
deal signed on Oct. 8, 1993. The program, which was 
direct purchase, cost Turkey $253 million. A Turkish 
delegation, chaired by the SSM's acting undersecretary, 
Veysel Yayan, was in Marignane on Monday (20 May] 
for the delivery ceremony. 


Eurocopter officials are confident of winning the second 
contract despite controversy. There were reports that 
the talks between the SSM and Eurocopter were close 
to failure because of heavy political pressure during 
the premiership of Tansu Ciller, who allegedly gave 
instructions to the Turkish bureaucrats for the direct 
purchase of the 30. Talks reportedly returned to normal 
after Eurocopter agreed on co-production after the Dec. 
24 election in Turkey. 

Turkey and Eurocopter have not yet agreed on the share 
of Turkish participation in the proposed co-production 
program. 

“We we continuing talks to finalize the details, such 
as delivery schedule cic. We have not yet come to a 
conclusion as to the share of local content,” explains 
Didier Renaux, deputy director for industrial projects 
and offset programs. 

There were reports that Eurocopter had already agreed 


on nearly 20 percent Turkish participation but the SSM 
was pressing for larger local content. 
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Group MUSIAD Viewed 
ring internationally, the importance and sumbe of 
(MUSIAD), organized by 


8.7 percent in 1995. {passage omitted] 
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“TUSIAD’s Umbrelie Was Too Narrow” 


Bayramoglu explained why they scoded a acw and 
Gifferest association instead of taking part within the 
famework of a powerful structure such as TUSIAD. 


“TUSIAD's umbrella was too narrow for us. We can 
have some common opimons in the economx sphere, 
but there is a bag difference concermng our general opin- 
sons. TUSIAD is sot organizing iuclf around activities 
bul around lobbies. To establish the economic power 
which belongs to people and to educate them has never 
been TUSIAD's aim. They are only trying to be influ- 
ential wich authorities who are in power and to look out 
for their own interests in terms of new laws and decrees. 


"On the other hand, MUSIAD has always aimed to 
guide its memba: in their business activities, consult 
with them, develop thew economic potential and form a 
system winch would also benefit the Turkish economy 
a a whole. When all of these points are taken into 
consideration, it can be seen that TUSIAD's umbrella 
is too narrow for us.” 


Briefly, Bayramogiu underlined the fact that MUSIAD 
is & socio- economic school which has a widespread 
base and is also an association trying (o expand through- 
out Turkey. On the other hand, TUSIAD is nothing more 
than a foundation which brings together a few families 
for thew own interests. 


“Kehoe Has Dificultios in « Capitalist Market” 


MUSIAD’s basic philosophy rests on the fact that 
economic activities have to conform to Islamic practices 
im the sense that trade has to be conducted with a sense 
of responsibility and this latter should be defined within 
the precepu laid down by Islam 


According to Bayramogiu. MUSIAD has been success- 
ful in developing an awareness of the issucs among ils 


members and in public oprmon 


On being asked how they manage thei trade activities in 
a liberal economa system while basing thew economx 
concepts on islam. Bayramoghu gave the example of the 
Prophet Muhammad's sysiem at the beginning of the 
Islami period. He said they intended to make progress 
Dy taking one step af a time in order to achieve a planned 
economi system. bul added that during this process 
they were sware they would inevitably get caught up in 
the faults of the capitalist system. 


“Two complementary periods overlapped in Mecca and 
Medina during the Prophet's ume. | personally compare 
the present ecosoma perad to the first penad of Islam. 
that ts to say, that of Mecca Ai thai ime many things 
which would be banned 9 v ore being employed. the 
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Koran prohibaed them step by siep instead of cutting 
them off ai cace.” 


“ wie of he owe 
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selling. He said: “We just inform them about what 
religious and trade activities they should he carrying out 
and the limits of these’. 


“if any problem concerning wade relations is referred 
of cur members have been pul on trial yet. There were 


bex suse they had had no night to abuse 
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Political Power and Business WV orid Relations 


Bayramoglu went on to state that MUSIAD aimed a 
contributing to resolving social problems concerning 
the protection of basic mghts and freedoms within the 
framework of legal arrangements, as well as social anc 
cultural developments. He clams that polivcal powers 
have neglected the proposals and criticisms of non- 
governmental organizauons. 


Al this point the convoversial relationship between 
poliucal powers and the business world comes onto the 
agenda. Bayramoglu's thoughts concerning this subject 
ae Clear enough. Bayramoglu expressed the opimon that 
the business world should direct the economuc polices 
of the governments. 

“Since the business world knows beuwer the problems 
that are faced im practice, why can't the politicians 
benefit from this experience’? On the other hand | don't 
approve the fact that the business world plays an active 
role in the formation «! governments,” he said. 


Bayramoglu, in relating the general principle of MU- 
SIAD, said: “Everyone should take care of bis own busi- 
ness. We declared this publicly before the 24 Decem- 
ber general clections. Business circles supporting the 
ANAP-DYP [Motherland Party/True Path Party) coal)- 
tion for the benefit of Turkey should have learned thew 
lesson. The situation concerning the coalition is clear 
cnough now that three months have ended 


“We declared, upon the investigation of all cur branches. 
that the best coalition would be an ANAP-RP coalmion 
But we didn’t go further; we didn't struggle for the 
formation of tus coaltuon~ 
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feacy depreciated by more than 5.300 umes ad prices 
went up by more than 21,000 umes. Very impressive. 
As if there has never been a Central Bank in Ankara... 


That paw of stausucs, without dout, suggest a compicte 
failure on the part of monctary management. From a 
legal (and ethical) point of view, firstly, the Central 
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Central Bank can sometimes be “shared” by political 
parties, that the global understanding us wrong. After 
all, she was trained in a respected college of the super- 


: 


is able to punish a 12-year-old balloon seller and is 
totally incompetent to punish thousands of public enc- 
trucs. 


The judges should only be talking of pustice when they 
hear cases in which Central Bank governors are seen 
sitting in the dock. 


Bank Privatization Plan Viewed 

96ESO11I8E Istanbul DUNYA SUPPLEMENT 

in Turkish 5 Apr 9 pS 

[Artucie by Professor Solmaz Ayarsian, deputy director 
general of Egebank, AS. “State4bwned Banks and 
Privatization” | 

(PRIS Translated Text} 


on the privatization 
agenda of the new government. Halk Bankaw |Halk- 





committed by the elite minority hank) and Vakiflas [religious trusts} Bankas: will also 
The coalition partners are now scen in a fresh row over Se 0 the agenda over time. There are groups who op- 
the Central Bank. The shrewd chaps at the Motherland Pose the privatization of some of these hanks because 
Party seem to have underesumaied the creativity of the =f their peculiar attnbutes 
shrewd chaps at the Truc Path Party. They lost the 
control of the bank to their fellow coalition partners. © Privetiantion Cooks 
Before answering any questions about the privatization 
Last week, a general meeting of the bank, which had : 
already been postponed from April 25, 1996, ended of state-owned banks, it 1s first essential to understand 
im excepuonally orginal Byzantine intrigues Fine. that why it is necessary to privatize these banks. In other 
was power struggle. But the victim was the wrong words, it is first necessary to identify the purpose 
tastnaton wpuie. ‘An iestestion which should have Toon, Rotts, posmiad out that Bmiathenh 
reports y out 

Sein Lt Ratcmomy toro Years ago, according 10 a Prime — 7.) Bankasi, Halkthank, and others are not financially 

, healthy. Special loans were granted to realize the 
On April 5, 1994, Ciller was smiling with confidence = restructuring that would be necessary to privatize these 
when she announced, a pari of an austerity package, banks. Because previous governments were not scriows 
that the Central Bank would be granted full autonomy = about privatization, they did not prepare the banks for 
and hat i would be freed gradually from the burden of = privatization and did not utilize the loam: that were 
financing the budget deficit. Months after that pledge. granted for this purpose. We believe that the state- 
the “fully axtonomous Central Bank” became sutyectto «= owned banks met the urgent noads of the country a the 
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atic loans, of the new corporation can be sold as it is 
with its new assets. 


The tggest disadvantage of this approach 1s that bank 


have little value because they carn very little interest 
will have to he replaced with high-interest government 
bonds, as was done in the case of Sumerbank. That 
would cut expected revenues from privatization substan- 
ually and taxpayers would once again end up fooung the 
bill for the privatization. 


The expansion of the banks’ product spectrum would 
be very helpful because « would directly impact the 
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systern rather than the revenues that can he re- 
aired Privatizauon The presence of state-owned 
banks wrthen the finance systern is upsetting the halance 
of the system. In the long run. state-owned hanks are pot 
good for he health of the system. After the necessary 
@uwasures are taken for entry into and removal from the 





The Treasury will pay Zirast Bankasi, which claus 
TL 138 willion from farm unions, government bonds 
in return for these dets 

ht also held a rather tough round of segoussons with 
cigh state-run and privaicly-owned hanks to lake over 
Caykur's TL 20 willion dots. To pay these debu, it 
gave the creditor banks one-year government papers 
Cafrying an interest rate of wholesale price inflavon plus 
sik pounts 

The agency quoted economists as saying that 


political clements in u. They said the prime minister, 
Geapite uncertainty. was acting too gencrously to win the 
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pay for its detts will total 3.3 quadrillion in 1996. It will 
have to incur new debts to raise that amount. 
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GAP Projects To Be Accelerated 


TA2805073196 Ankara TRT Television Network 
in Turkish 1700 GMT 27 May 96 


[Announcer-read report over video) 


(FBIS Translated Text] The GAP [Southeast Anatolia 
Project} High Council met under Prime Minister Mesut 
Yilmaz and decided to accelerate the projects under 
way in southeast Anatolia with a view to creating jobs 
in the region, with funds to be transferred from the 
Halk Bank, Ziraat Bank, and the European Housing 
Fund. The GAP High Council decided that the funds 
be transferred urgently to speed up the projects. 


In a statement after the meeting, State Minister Ali 
Talip Ozdemir stressed that this was the first time since 
11 November 1992 that the GAP High Council has 
met under a prime minister. Ozdemir stressed that the 
GAP is of vital importance for the country, adding 
that within its framework three major projects have 
been completed and seven projects are under way. 
He said that considering the activities of the Sumer 
Hali company in this region, the GAP Hign Council 
decided to keep this company outside the privatization 
project. He added that the GAP High Council decided to 
speed up the flow of funds to inaugurate the organized 
industrial centers in the GAP region as soon as possible. 


According to Ozdemir, the GAP High Council also 
tecided that at the initial stage, the Social Security 
Institute will subsidize private enterprise in the region 
for five years. Also, to start the GAP First Agricultural 
Credit Project for the agricultural irrigation areas in 
GAP, the system will be speeded up and the flow of 
funds will be made regular. The High Council decided 
to speed up the infrastructure projects necessary to steer 
foreign loans 'o the region. At the initial stage, 21,000 
housing units for those who lost their homes in natural 
disasters will be built with a loan from the European 
Housing Pund. 


State Minister Ozdemir pointed out that the Gaziantep- 
Sanliurfa freeway will be built as soon as possible. 


Ozdemir said that the GAP projects will be implemented 
in two stages, the first being the social projects aiming 


at creating jobs, the second being the major projects. He 
added that the flow of funds will be accelerated. 


[Begin Ozdemir recording) We seriously discussed the 
projects that must be implemented as soon as possible 
with a view to strengthening the social structure and 
increasing citizens’ morale — both of which were 
hurt by terrorism. We decided to intensify our efforts 
to speed up the long-term projects under way. [end 
recording! 
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The state minister said: We, especially Prime Minister 
Yilmaz, attach great importance to the activities of the 
GAP High Council. 


Infiation Figures Detailed, Higher Rates Forecast 
NC0606161196 Ankara TURKISH DAILY NEWS 
in English 5 Jun 96 


DIE said that wholesale prices went up by 4.1 percent 
in May, down on 8.1 percent the previous month. It was 
the lowest monthly rate since November's 3.5 percent. 


were 80.8 percent and 70.3 percent respectively. 


Retail prices, according to the DIE price index, based on 
the 1994 prices, weni up by 33.3 percent in the January- 


relatively reluctant in raising state sector 
more 
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sees higher inflation for Turkey. Martin Hardy, head of 
an IMF mission which left Ankara last week, said he 
expected higher rates of inflation ahead for Turkey. 


UNITED KINGDOM 


Clarke Protects Option to Join Monetary Union 
MS0406121596 London THE TIMES in English 
4 Jun 9% pi2 


[Report by Charles Bremner: “Currency Victory Claim 
by Clarke") 

(FBIS Transcribed Text} Kenneth Clarke, the Chancel- 
lor, yesterday declared “game, set and match” for Britain 
after he persuaded fellow European Union finance min- 
isters to put off a decision that could limit Britain's 
scope for joining monetary union. 

In ebullient form after a day on the Euro-blocking front, 
Mr Clarke said he had convinced ministers that there 
was no need to take a decision now on whether applicant 
countries for monetary union should first have belonged 


duty on other decisions, Mr Clarke said that the last 
finance ministers’ council before this month's Florence 


members which are running “excessive deficits” and 
risking failure ‘o meet the criteria for monetary union. 
Under Maastricht rules, the budget deficit must stand at 
3 per cent or less of GDP. 
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Leadoa Seeking to Expand Arms Trade 


The British and French arms industries are cach about a 
third of that of the US, so their increased collaboration 


In some areas, the Europeans are gaining ground against 
the US. Although the US can produce advanced 
armaments more cheaply, it is losing out because it 
will not al low countries in the Middle East and the 
Pacific rim — the two main areas — purchasing areas 
to have the most up-to-date equipment, whereas Britain 
and Prance will. 
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years. Meanwhile the Asia-Pacific region will increase 
in importance. This has ied to concern that there could 
be trouble in a region undergoing rapid industrial growth 
which could pay for an unrestricted arms build up, 
and where there are many flash points but no regional 
security structures comparable with those in Europe. 
According to a new study by the Saferworld foundation 
on the transfer of arms and military technology to cast 
Asia, the “new-found wealth and buoyant trade” in the 
area has placed a stress on maritime forces to patrol 
supply routes and protect natural resources. A feature 
of the arms market on the Pacific rim is the role of 
technology transfer in building up the economies in 
general and defence industries in particular. 

Most arms sales revenue does not come not from the 
sale of equipment but from contracts to maintain end 
support it, Mr Masefield said. For this reason purchasers 
are expected to be reluctant to buy Russian arms. 
After sales service is seen as unreliable because of the 
country’s instability. 
‘Blockbuster’ Package of Defense Contracts 
Anticipated 

MS1006101496 London THE GUARDIAN in English 
10 Jun 96 p 13 


{Report by David Fairhall: 4bn pound defence bo- 
nanza’| 

[FBIS Transcribed Text] A 4 billion pound package of 
defence contracts that will secure tens of thousands of 
British jobs and shift industrial alliances right across 
Europe is to be announced in a few weeks time. 

The individual contracts are in various stages of ne- 
gotiation, but to maximise the political impact in what 
could be an election year, the Government's advisers are 
currently inclined to favour a single so-called “block- 
buster” announcement, timed for just before Parliament 
rises next month. 


The elements of the package are: a 2 billion pound 
replacement for the RAF's [Royal Air Force] Nimrod 
maritime reconnaissance aircraft, a 650 million pound 
stand-off ground-attack missile for the RAF, a 700 
million pound air-launched anti-armour weapon, and a 
450 million pound pair of new amphitious assault ships 
for the navy. 


The Nimrod replacement is a transatlantic contest which 
matches a British Acrospace proposal to rebuild the 
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Replacements for the ageing assault ships Fearless and = of the submarine-launched Tomahawk cruise missile 
Intrepid will definitely be buik at VSEL's Barrow-in- that did such spectacular work in the Gulf. 
Purness yard, now owned by GEC Marine, but contract 
negotiations have been long and hard fought. Most The MoD's decision process has begun with a technical 
complex are the two missile competitions, involving assessment of the two air-launched weapons. Beyond 
a dozen that, industrial sources believe thai priority will be 
progress i given to employment, the need to promote British 
approvals technologies and prime contractorships, and a desire to 
The first of strike a politically correct balance between European 
rationalisation and the transatlantic “two-way streci”. 
pene The French government which has yet to approve the 
cay pet tO be cs 
or is serious 
oe py gpd gee of a European armaments agency. 





But when the MoD’s military assessment and recom- 
mendations go to Cabinet later this month, domestic 
employment is clearly going to be a crucial factor. 
Hence, strenuous efforts by the multinational consortia 
io demonstrate that their bid has more British content 
than their rivals’. Final decisions and an announcement 
of the resulting jobs bonanza are expected in the middie 
of July. 
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